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DEMOCRATIC REPUBLIC OF GERMANY 
SUMMARY 


The German Democratic Republic continues to experience 
generally satisfactory economic growth. In this period 
of scarce resources and escalating prices, a traditional 
problem for the resource-poor GDR -- the availability 

and the cost of critical raw materials and industrial 

and agricultural products -- assumes even greater than 
normal importance. Although the GDR is firmly integrated 
into the CEMA area, the proportion of its trade with the 
West is likely to increase slightly. US-GDR trade is 
minimal but there is a potential for growth even prior to 
the establishment of diplomatic relations. Agricultural 


products will probably continue to comprise a dispro- 
portionately large share of U.S. exports to the GDR. But 
the prospects for export of various U.S. industrial products 
particularly labor-saving equipment and high technology 


items, as well as certain consumer goods, appear reasonably 
promising. 





Current Economic Situation and Trends 


Five Year Plan (1971-75) 


The performance of the centrally-planned East German 

economy under the current Five Year Plan (now more than 

60% complete), appears mostly satisfactory. It was expected 
that this period would be essentially one of consolidation, 
after overly-ambitious growth objectives in the previous 
plan created some serious sectoral dislocations and 
distortions. The modest targets of the current plan 

are evident from the comparative fulfillment figures for 

the period 1966-70: 


1966-70 agya-To 
Achieved Planned Targets 
(Percentages as Annual Average) 


Produced national income 5.3 4.7 - 5.1 


Total industrial production 6.5 


6.3 - 6.7 
Labor productivity (industry ) 5.7 6.1 - 6.6 
5 
4 


Gross capital investment 9.9 - 5.4 


Personal net cash incomes 4.0 


The plan placed emphasis on the channeling of investment 
funds into a small number of high priority industrial 
sectors and projects, on plant automation, and more 
efficient utilization of resources. The following 
objectives were stressed: 


a) Fuel and power: substantial investments in 
new capacity. 


b) Petrochemical: a continued high growth rate. 


c) Engineering: within the context of CEMA 
specialization, concentration on the manufacture 
of processing equipment, precision goods, and 
metal cutting lathes. 


Iron and steel and non-ferrous metals: little 
new capacity. 


Construction: lower growth targets with expansion 
to be focussed on important industrial projects 
and mass-produced housing. 





f) Consumer goods: emphasis on quality and increased 
productivity; high growth for glass and ceramics, 
and synthetic fibers. 


g) Agriculture: stress on industrialization and 
mechanization, intensified use of fertilizers, 
increased production of animal fodder. 


Economic Performance in 1973 


In the middle year of the current plan, the GDR has had 
one of its more satisfactory periods of economic growth. 
Agriculture shared in this development. Because of last 
year's record harvest and large imports of oilseeds and 
grain, livestock inventories and meat production were 
further expanded. However, yields (per hectare) of grain 
and ground crops, adversely affected by a drought, fell 
below the record levels of 1972. While the fulfillment 
figures for the year indicate that most of the plan's 
industrial targets were approached or exceeded, monthly 
statistics show that growth declined markedly in the 
second half of the year. This probably produced more 
modest targets for 1974. 


1973 1974 
Plan 1973 Plan 
Targets Achieved Targets 
(Percentages of Annual Averages) 


Produced national income 5.7 5.5 5.4 


Total Industrial Production 6.5 6.8 6.7 


Labor productivity 5.7 5.8 6.0 
(industry ) 


Gross capital investment ‘ 8.5 5.3 


Personal net cash incomes ‘ 5.6 4.5 


The "target" and "achieved" figures for 1973 tend to obscure 
the GDR's chronic economic problems: a tight labor market; 
energy shortfalls; transportation deficiencies; shortages 

of raw materials and semi-processed materials. These 
problems appear to have been aggravated by the relatively 
rapid progress achieved in the first half of the 1973, 
probably contributing to the decline in growth towards 

the end of the year. 





Outlook 


Fulfillment of the 1974 Plan targets is dependent on 
several factors. Most important, in the absence of labor 
reserves, is whether the projected significant increase in 
productivity will be achieved. Also important will be the 
economical use of raw materials and the recycling of used 
materials, a more rapid application of R&D to production, 
and a more efficient exploitation of existing plant. Among 
the external factors crucial to the economic progress of 
this resource-poor country will be the availability of 
adequate supplies, at reasonable terms, of industrial raw 
materials, particularly petroleum and natural gas, and 
agricultural commodities. In this connection, we envisage 
no acute petroleum shortage in the near term, since the GDR 
reportedly is receiving preferential treatment from its main 
supplier, the Soviet Union. But serious concern on the 
part of the East Germans as regards the long-term avail- 
ability of petroleum has apparently led to a renewed 
emphasis on brown coal for the production of energy. Of 
great significance, too, will be the degree of access the 
GDR can acquire to Western technology needed for rationalizing 
and automating its industry. Given all of these factors, 
many Of which are beyond the GDR's control, fulfillment of 


the current annual plan is somewhat in doubt. 


Implications for the United States 


While many import requirements of the East German economy 
seem obvious, prospective U.S. suppliers must also recognize 
that foreign commerce is a state monopoly in the GDR. Trade 
volume, structure and geographic distribution are deter- 
mined by the state. Various foreign trade organizations 

and governmental organs have to tailor individual trans- 
actions to planning requirements, existing bilateral agree- 
ments, and the availability of foreign exchange. Moreover, 
roughly two-thirds of the GDR's foreign trade, which 
expanded by 14 percent in 1973, continues to be with the 
CEMA countries, and some 60 percent of this is with the 
Soviet Union. Trade with the Federal Republic of Germany, 
accounts for ten percent of the total, while GDR trade with 
all other countries of the industrialized West amounts to 
approximately 15 percent of the sum. The remainder is with 
the third world. These proportions have changed little in 
recent years, although trade with the West has been on an 
upward trend. Trade with the U.S. remains minimal. 





According to preliminary Census Bureau statistics, 1973 

saw U.S. exports of $28.0 million and imports of $10.5 
million. Nevertheless, considering the East German economy's 
needs and the planners' objectives, a wide-range of American 
products and equipment could have a potential market in 

the GDR. Those products categories which appear most promising 
include: industrial measuring and control equipment; basic 
chemicals and petrochemical feedstocks; chemical plant, 
machinery and equipment; food processing and packaging 
machinery; electronic industry production equipment; electronic 
data processing equipment; and medical and surgical equipment. 
For economic, as well as political reasons, satisfaction of 
consumer wants remains an important objective of the regime. 
While most consumer durables and non-durables requirements 
will be satisfied from domestic and CEMA production, it 

would appear that opportunities exist for foreign suppliers 

as well. The plan projects investments, essentially for 
rationalization purposes, of Marks 1.7 million in the light 
industry sector. This indicates possibilities for sales 

of appropriate production machinery. Furthermore, modest 

Kast German purchases of stylish Western garments, and plans 
to bottle a well-known American soft drink, indicate that 

some foreign currency for consumer-oriented goods and 
equipment may also be available. Almost 80 percent of GDR 
imports from the U.S. in 1973 consisted of agricultural 


products. Considering record levels of livestock and poultry 
inventories, opportunities for oilseeds exports in 1974 
would appear good. 


As a highly industrialized state, the GDR has been receptive 
to exchanges of technology, patents and licenses. In fact, 
the East Germans already have been able to elicit interest in 
their own know-how from various Western enterprises. As 
regards cooperative ventures and mixed-equity joint enter- 
prises, however, the GDR has been to date reluctant to 

engage in such arrangements. While the reasons for this 
attitude are primarily politico-ideological, the GDR also has 
a severe shortage of labor that places limits on the estab- 
lishment of new productive facilities. Therefore, although 
there have recently been indications that the East German 
position on this question is under review, progress in 

this area is likely to be slow at best. 


For new-to-market firms, a visit to the semi-annual Leipzig Fair 
(next scheduled for September 1-8, 1974 and March 9-16, 1975) 
can provide a useful opportunity to evaluate sales prospects 

on the spot. A modest presence at the Fair could further 
facilitate an established business relationship with GDR 
enterprises. 





e FRANCHISING 


major force in 
the economy 


The franchise method of distribution is 
a significant part of the nation’s market- 
ing system and sales are expected to 
reach $178 billion in 1974. The Con- 
sumer Goods and Services Division, 
Bureau of Domestic Commerce, has a 
continuing program which collects and 
publishes data on franchising by key 
business sectors. 


Franchising in the Economy, 1972-74 Franchise Opportunities Handbook 
(1974-542-653/126) at $1.25 each (September 1973) at $2.20 each 
[-] Number of establishments [] Data on 521 franchise operations 
[|] Volume of sales Description of operations 
[_] Employment in franchising Equity capital needed 
[] International operations Training provided 
[_] Changes in ownership [-] Sources of franchising information 
[|] Data by key business sectors [_] Checklist for evaluating a franchise 
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(Catalog No. C57.502:F84/972-74), at $1.25 each. | '**! mount $——____— 
[_] Franchise Opportunities Handbook MAIL ORDER FORM 

(Catalog No. C57.16:973). Sept. 1973, at $2.20 each. WITH PAYMENT TO FOR USE OF SUPT. DOCS. 
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